ANNUAL REPORT 

of the 

AMERICAN TELEPHONE 
AND TELEGRAPH COMPANY 
FOR 1944 


The Board of Directors of the American Telephone and Telegraph Company pre¬ 
sents herewith the management's accounting of its stewardship for the year 1944 for 
the information of stockholders, employees, telephone users and the entire American 
people ivho have entrusted to private enterprise the responsibility for carrying on this 
essential national sendee. 


C ommunications requirements of the Nation continued in 1944 to match the 
forward march of America’s war power and the amount of telephone service 
provided by the Bell System in the third full year of war stood at new' high levels 
at each quarter of the year. 

The responsibility of the American Telephone and Telegraph Company and its 
Associated Companies of the' Bell System is to give nation-w'ide and overseas tele¬ 
phone service to a country devoted to winning a war. In 1944 all war demands for 
service were met fully and promptly. War needs first will continue to be the Sys¬ 
tem’s policy until the war is won. 

All telephones essential to the war were installed without delay, although short¬ 
ages of telephone equipment for civilian use presented a severe problem in many 
localities. The reason for this, of course, is that telephone manufacturing plants and 
their manpower must be devoted almost exclusively to production of war equipment 
for the Army and Navy. 

For the same reason, long distance lines and switchboards are insufficient to permit 
handling the increased long distance traffic w'ith peace-time speed, but calls important 
to the war have been put through promptly and the average speed of service has been 
well maintained, considering the extreme difficulties. Telephone men and women 
w'ho have had more business to handle than facilities to handle it with have been 
greatly helped at their task by the understanding co-operation of the public. Like¬ 
wise, within the telephone industry, there has been the most helpful co-operation 
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between the Bell System and the 6,100 independently owned connecting telephone 
companies, which operate more than 5,000,000 telephones in all parts of the country. 

The Bell System has already welcomed back approximately 3,300 employees who 
have completed their military service. Fifty-eight thousand eight hundred employees 
are now in the armed forces. 

The Western Electric Company, Incorporated, manufacturing branch of the Sys- , 
tern, continued almost exclusively in the production of war communications and 
electronic equipment. In 1944, the volume of production for the Government alone 
was nearly twice as great as the Company’s total production in its record peace-time I 
year. War equipment produced by the Company in the last five years includes five 
million military telephones, of which a million and a quarter were head sets for avia¬ 
tors and tank crew men; more than a million airplane radio transmitters and receivers; 
three and three-quarters million miles of telephone wire in cables; over fifty thousand 
teletypewriters; and a vast quantity of switchboards, radars, gun directors and secret 
combat equipment. 

Bell Telephone Laboratories, Incorporated, as in preceding war years, again de¬ 
voted substantially all its resources to war research and development activities. The 
Laboratories is the System’s research organization and the largest industrial laboratory 
in the world. 

Earnings 

Bell System operating revenues in 1944 were $1,769,705,000, an increase of 
$ 121,628,000, or 7.4 per cent over 1943. Operating expenses before taxes increased 
$87,925,000, or 8.4 per cent. After taxes, operating income and other income to¬ 
taled $224,786,000, or $11,450,000 less than in 1943. Interest charges decreased 
$3,552,000. The net income of the System applicable to American Telephone and 
Telegraph Company stock for 1944 was $169,857,000, or $8.89 per share, com¬ 
pared with $9.50 in 1943. The average number of shares outstanding in 1944 was 
19,099,723, compared with 18,719,815 in 1943. 

Net income of the Company for 1944 (which includes the Company’s interest in 
earnings of subsidiaries only to the extent that such earnings have been received as 
dividends) was $8.54 per share, compared with $9.00 per share in 1943. 

The Bell System has not profited by the war. On the contrary, its war-time earn¬ 
ings have been subnormal. Notwithstanding the record volume of business, earn¬ 
ings of the System in 1944 were at the rate of only 5.5 per cent on the total capital 
invested in the business. In the three war years, 1942, 1943 and 1944, earnings on 
invested capital averaged only 5.5 per cent. These are the lowest earnings on invest¬ 
ment in the history of the System, except in the worst years of the depression in the 
early 1930’s. In spite of temporary economies resulting from the present overload¬ 
ing of the telephone plant, the upward trend of expenses and taxes and the reduc¬ 
tions made in long distance rates have more than offset the increased volume of 







business. In percentage of revenue, earnings today are lower than they have ever 
been before. 

The Bell System will require large amounts of additional capital to finance the 
post-war construction program needed to restore and improve the quality of tele¬ 
phone service and to take care of growth. It will have to compete with other indus¬ 
tries for the investor’s dollar and its earnings must be maintained at satisfactory levels 
in order to attract the necessary funds at reasonable cost. The System’s earnings 
on invested capital are at present lower than will) be necessary in peace-time, if the 
System’s credit is to be kept on a sound basis anckjthe new money required for post¬ 
war construction obtained. 


Taxes 

Taxes for the Bell System, including the Western Electric Company and the 
Bell Telephone Laboratories, amounted to $514,393,000 in 1944, compared with 
$449,314,000 in 1943. Federal taxes alone, included in these figures, were 
$360,138,000 in 1944, compared to $302,876,000 in 1943, or an increase of 18.9 
per cent. Total taxes, which were already equal to $15.09 a share of American 
Telephone and Telegraph Company stock in 1941, amounted to $26.24 a share 
in 1944. 

In addition, the Bell System Companies collect and turn over to the Federal Gov¬ 
ernment certain excise taxes on local and long distance telephone service borne di¬ 
rectly by the telephone users. In 1944, these excise taxes amounted to $240,000,000. 
In the three full war years to date, 1942, 1943 and 1944, the total taxes paid by the 
Bell System to the Federal Government, plus the excise taxes collected on behalf of 
the Federal Government, have amounted to almost one and a half billion dollars. 


Research 

Bell Telephone Laboratories has continued to devote its efforts almost wholly to 
the needs of the fighting services. It now employs about 8,000 persons and has 
nearly 500 active military projects. About 55 per cent of its war work has 
been for the Army, about 35 per cent for the Navy, and about 10 per cent for the 
Office of Scientific Research and Development. Not only has the Laboratories 
developed w'ar communication equipment, both wire and radio, but it has also made 
notable contributions in radar, submarine warfare, rocket design, electrical com¬ 
puters, electronic tube development and in other fields which cannot be divulged at 
present. 

Reports of the performance of the war products of the Laboratories and the 
Western Electric Company continue to reflect credit on those organizations. In 
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every area of action on land, on our warships and on our airplanes, their products 
are to be found. 

With the aid of electrical devices, our bombers attack their targets with precision 
and guns are accurately aimed at fast moving enemy planes which may travel two 
miles or more while a shell is on the way. The electrical anti-aircraft gun director 
devised by the Laboratories and adopted as standard by both British and American 
armies has recently played an important part in bringing down robot bombs sent 
against England. This is one of many kinds of electrical computers which the 
Laboratories has devised. Another kind is used in a new trainer for airplane crews 
which reproduces in a stationary model of a plane all of the instrument readings and 
the reactions on controls of an airplane in flight, subject to conditions which can 
be controlled and varied by an instructor. 

Bell Laboratories School for War Training, which gives instruction in the use 
and maintenance of our new devices, has obtained special recognition in the 
decision of the Navy to place at least one officer graduate of the school on every 
major combat ship. To date, nearly 4,000 Army, Navy and Marine Corps personnel 
have been trained in the school. The school has also continued its preparation of 
instruction books and maintenance manuals for Laboratories-designed apparatus. 
In the number of books prepared for publication during the year, the Laboratories 
outranks the largest book publisher in the country. 

Devotion to the war effort has not left much opportunity for the Laboratories to 
work on post-war projects. However, it is possible now to do some forward looking 
in the light of fundamental developments that have been accelerated by the war. 
An outstanding instance is the progress made in utilizing very short radio waves. 

The advance of radio moves continually toward shorter waves as new techniques 
of generation and detection are devised. Bell System engineers in 1915 telephoned 
across the Atlantic on 5,000-meter waves. Broadcasting since the 1920s has used 
200 to 600 meters. Short-wave overseas telephony operates on 15 to 60 meters. 
Television and FM broadcasting employ 3 to 7 meters. A multiplex radio link 
installed by the Bell System in 1941 carries twelve telephone circuits across Chesa¬ 
peake Bay on 2-meter waves. Before the war, Bell Laboratories engineers were 
experimenting extensively with waves only a few centimeters long. 

These very short waves, called microwaves, can be formed into beams like search¬ 
light beams, and can penetrate darkness, fog, dust and rain. To transmit along the 
earth’s surface beyond the horizon, relay stations must be employed. There is no 
static and the possible number of speech channels in this frequency range is very 
great. While the communications possibilities of microwaves still await final proof 
and economic evaluation, they appear very promising and their use is being ex¬ 
plored as a supplement or alternative to wires and cables for telephone and tele¬ 
vision transmission. For this purpose, the Bell System has obtained experimental 
licenses to test a radio relay system between New York and Boston. The inter- 
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mediate relay sites have been secured and, as soon as circumstances of war permit, 
construction will be pushed forward. 

Service 

There were 21,580,300 Bell System telephones in service at the end of 1944, an 
increase of 333,700 for the year. This compares with an increase of 1,233,700 in 
1943. About 51,000 of the telephones added in 1944 were acquired through pur¬ 
chase of the Keystone System properties in Pennsylvania and New Jersey referred 
to in last year’s Report. Applications for telephone service which were being held 
for lack of facilities increased from 650,000 to 1,500,000 during the year. The 
severe shortage of central office equipment, outside lines and telephone instruments 
likewise made it impossible to fill many requests for changes from party line to indi¬ 
vidual line service and changes in type of telephones and of private branch exchange 
equipment and for residence extension telephones. Company representatives in 
telephone business offices explain fully the reasons why new installations and re¬ 
quests for other services must be delayed, the facts are widely advertised and care is 
taken to keep in touch with customers to inform them of the status of their appli¬ 
cations. 

The number of toll and long distance telephone conversations continued to rise 
to new peak levels and totaled 1,400,000,000 in 1944, or 8.3 per cent above 1943. 
Long distance conversations handled by the Long Lines Department of the Com¬ 
pany increased to 176,700,000 and were 18 per cent above 1943- This is almost 
as many conversations as the Long Lines Department handled in the three years 
1938, 1939 and 1940 put together. Because of inability to add sufficient long 
distance facilities, the System has continued to ask the civilian public to refrain from 
making unnecessary long dist3nce calls to war-busy centers, to limit calls upon 
request to five minutes and to keep the lines clear for service men and women from 
7 to 10 P.M. 

Since December, 1941, when this country went to war, in spite of shortages of 
equipment, Bell System telephones in service have increased by nearly 3,000,000, 
and long distance conversations have more than doubled. These large increases in 
load have been taken care of with relatively little use of critical materials. For ex¬ 
ample, since the beginning of the war, only 50,000 tons of copper have been added, 
while 30,000 tons have been salvaged, resulting in a net increase of only 20,000 tons, 
as compared with 200,000 tons which would have been used if copper were readily 
available. The increase in business has been handled to a large extent by overloading 
the plant, by adding types of facilities which require small use of critical materials, 
by reducing working stocks of equipment to a bare minimum and by furnishing 
party line service to many customers who would prefer individual lines. The con¬ 
tinued use of these measures increases progressively the magnitude of the post-war 
problem of restoring the telephone plant to normal. 
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It is an outstanding accomplishment of Bell System employees that, notwithstand¬ 
ing the severe shortage of facilities, they are furnishing more telephone service than 
ever before with their traditional courtesy and efficiency. 

Telephone plant was maintained in excellent condition during the year and the 
rate of plant troubles reported by customers was lower than ever before. 

Through greater experience in handling war-time traffic and greater skill in 
using available facilities, the average time required to complete long distance calls 
was reduced to 3.2 minutes from 3.7 minutes in 1.943• This improvement reversed 
the trend of the three previous years. The proportion of toll and long distance calls 
completed while the calling party remained at the telephone was increased to 85 per 
cent from 82 per cent in 1943. 

Speed of completion of teletypewriter calls improved, averaging 1.9 minutes, com¬ 
pared with 2.5 minutes in 1943. 

The system of priorities to insure prompt handling of war-urgent toll and long 
distance telephone calls and teletypewriter calls when circuits are congested con¬ 
tinued to work satisfactorily. The volume of priority calls remained well within 
reasonable limits. 

Increased assistance was given to private branch exchange customers in the 
operation of their switchboards, through visits and the placement and training of 
attendants. ' 

The sale of the Bell System’s private line, morse and teletypewriter exchange 
telegraph business to the Western Union Telegraph Company, referred to in last 
year’s Report, is still under consideration. Any such sale of this Company’s tele¬ 
graph properties will require the advance approval of the stockholders and must be 
found to be in the public interest by the Federal Communications Commission. 
The Bell System’s telegraph revenues amount to about two per cent of the System’s 
gross revenues. 


Co-operation with the Services 

Attended public telephone service at and near military establishments throughout 
the United States was further extended during the year. Such centers have been 
provided in nearly all the larger camps. Special attention has been given to service 
for men returning from overseas and particular emphasis was placed on meeting 
the needs of wounded and convalescent patients in Army and Navy hospitals. At 
many hospitals, portable bedside service is provided and attended public telephone 
centers are equipped with special features, such as booths large enough to accom¬ 
modate a wheel chair or bed, amplifying equipment for the hard of hearing, and 
chest transmitters and head receivers for patients unable to hold the usual type of 
telephone. 

The Telephone Pioneers of America, an association which is made up of em- 
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ployees of 21 years or more service in the Bell System and other companies in the 
telephone industry, sponsored a plan during the year of visiting all service men and 
women from the telephone companies who are patients in government hospitals in 
the United States and Canada. This has proved to be an extremely worth-while 
undertaking. It helps build morale for the patients and gives reassurance to parents 
and other relatives who are informed of the visits. 

Pursuant to the Army’s request, made soon after war was declared, some 270 
private branch exchange switchboards in military establishments were operated 
by Bell telephone company personnel in 1944. About 2,700 trained telephone 
employees are engaged in this service which is rendered without profit, the Govern¬ 
ment compensating the Companies only for operating expenses. 

The Company was honored in 1944 by the aw'ard of a Certificate of Appreciation 
from the Signal Corps. The award was made “for loyal and patriotic services ren¬ 
dered the Signal Corps of the Army of the United States in the accomplishment of 
its vital mission during a period of national emergency.” Major General Harry C. 
Ingles, Chief Signal Officer, in presenting the Certificate, said: 

“Over A. T. & T. circuits and over circuits of the Bell telephone systems have streamed 
the messages of war in ever-increasing numbers. They were the messages that enabled 
the Army to clothe, feed, equip, train and transport hundreds of thousands of men. As 
the volume of traffic pyramided, added demands were made on the personnel handling 
these messages, demands that were often above and beyond the normal requirements of 
duty, demands which were met cheerfully and competently.” 


Rates 

Although the price of practically everything has increased in war-time, telephone 
rates have not increased. On the contrary, long distance rates have been reduced 
substantially, reductions having been made in each of the past two years. These 
reductions total about $55,000,000 annually. 

Wages 

Total payrolls of the System for 1944, including the Western Electric Com¬ 
pany and the Bell Telephone Laboratories, were $1,073,928,000, an increase of 
$106,518,000 over 1943. 

The schedules of pay of Bell System employees are the highest they have ever 
been. Bargaining between the Companies and the labor unions has continued 
throughout the year as existing agreements expired or were cancelled. Where 
agreements were reached, approval of the War Labor Board was requested. Where 
agreements could not be reached with the unions and the efforts of the United 
States Conciliation Service were unsuccessful, the cases were referred to the War 
Labor Board for further action. 
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In some war centers where the work load has greatly increased, there has been 
a severe shortage of experienced employees and also of available recruits. To handle 
the service satisfactorily in these places, it has been necessary to transfer to them 
experienced telephone operators, who have volunteered to work temporarily away 
from their home communities. These employees have been reimbursed for addi¬ 
tional expenses incurred while away from home. Although only 3,870 out of 
175,100 central office operator force were on such assignments at the end of 1944, 
the need for this procedure has extended over a longer period than originally 
anticipated and, in some places, the local employees have protested the practice. 
The leaders of the Ohio union in November, while the War Labor Board was 
endeavoring to adjust a dispute of this nature, called a strike of operators in Dayton, 
and a sympathy strike spread to some twenty-six other communities in Ohio. 

The Board ordered the employees back on their jobs and instructed the Ohio 
Bell Telephone Company not to negotiate with the union while the employees were 
on strike. Following a hearing in Washington, D. C., the union complied with 
the Board’s order and employees returned to work after having been on strike six 
days. Traffic operating forces of The Chesapeake and Potomac Telephone Com¬ 
pany at Washington and the Michigan Bell Telephone Company at Detroit joined 
for one day in a sympathy strike with the Ohio operators. Local telephone service 
was not appreciably affected and the Companies were able substantially to maintain 
long distance service throughout the strike. The dispute is in the hands of the War 
Labor Board for settlement. 

By resolution adopted December 15, the War Labor Board established a National 
Telephone Panel to consider and make recommendations upon all voluntary and dis¬ 
pute cases involving the telephone industry. The Panel has six members, two each 
representing the public, industry and labor. The Bell System has one industry rep¬ 
resentative and the independent telephone companies one. In cases involving the 
National Federation of Telephone Workers, the two members representing labor 
come from that organization. In consideration of cases involving unions not affili¬ 
ated with the National Federation of Telephone Workers, one representative of 
such unions can be substituted as a labor member of the Panel. In cases involving 
a national labor organization other than the National Federation of Telephone 
Workers, a representative of such national organization may be named. The War 
Labor Board plans to refer all telephone wage cases to the National Telephone 
Panel. Cases of lesser importance may be handled by the Regional War Labor 
Boards when these are referred to them by the Panel. 


Employees 

Employees in the Bell System, including the Western Electric Company and the 
Bell Telephone Laboratories, numbered 439,700 at the end of the year, an increase 
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of 500 over the number at the end of 1943. To secure this increase and to replace 
losses, it was necessary to employ 183,000 people, most of whom were women. It 
was possible to accomplish this employment, in general, by intensified recruiting 
activities. The United States Employment Service of the War Manpower Com¬ 
mission provided valuable assistance in many labor shortage areas. 

At the end of 1944, there were 142,400 men in the Bell System, while the women 
numbered 297,300, or 68 per cent of the force. The ratio of women to men con¬ 
tinued unchanged from that of 1943. 


Employees in the Services 

At the end of the year, there were 58,800 Bell System employees in the armed 
forces. Of these, 54,100 were men and 4,700 were women. About two-thirds 
were in the Army and the remainder in the Navy, Marine Corps and Coast Guard. 
In addition, there are 3,300 who, following discharge from military service, applied 
for reinstatement in the Bell System and all of these have been suitably placed. 

An employee on leave of absence in the armed forces or in the Merchant Marine, 
who returns to work after discharge from the service within the period specified by 
law, will receive full credit for Bell System service under the Benefit and Pension 
Plan for the entire period of his absence. In addition, his rate of pay upon return 
to work will be the same as if he had worked continuously with the Company on 
the job he held at the time he went on leave. This means that his new rate of pay 
will include all increases he would have received if he had stayed at work in that 
job. While most people coming back to work will return to their former jobs, there 
will be situations where a new assignment will be necessary or desirable and, in 
such cases, the rate of pay will be appropriate to the new assignment. 

Six hundred forty-nine of the System’s employees have given their lives for their 
country. Incomplete reports indicate that, in addition to those receiving the Purple 
Heart for wounds suffered in action, more than 745 have been decorated for hero¬ 
ism or gallantry in action or for extraordinary achievement and devotion to duty. 

The highest decoration received has been the Distinguished Service Cross be¬ 
stowed in the Army “for extraordinary heroism in military operations against an 
armed enemy.” Five Bell System men have won this award under circumstances 
mentioned in the accompanying citations, as follows: 

First Lieutenant Weldon S. Sims, a combination-man from the Southern 
Bell Telephone and Telegraph Company, killed in action on Guadalcanal Island, 
January 12, 1943, while voluntarily advancing far ahead of the lines, across 
rugged fire-swept terrain, carrying communication equipment which made con¬ 
cealment impossible and with which he sent back information vital to his com¬ 
pany’s subsequent advance. 
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Second Lieutenant Luther G. Brewer, a junior clerk from the Southern 
Bell Telephone and Telegraph Company, killed in action on Attu Island, May 
26, 1943, when he dashed forward alone up a steep ridge under withering enemy 
fire, and, although mortally wounded, successfully grenaded the enemy until 

• they were destroyed. 

First Lieutenant Lewis N. Ellis, Commercial Department of the South¬ 
ern Bell Telephone and Telegraph Company, for his skillful and valorous per¬ 
formance of duty under extreme peril when, as pilot of a heavy bombardment 
aircraft on the initial raid against the Ploesti Oil Refineries, August 1, 1943, he 
flew in at an altitude of 200 feet through a deadly curtain of fire, dropped his 
bombs on the designated pin point, and despite severe damage to his plane and 
the wounding of four of its crew, by masterly piloting, enabled his gunners to 
shoot down one and probably two attacking fighters. 

Sergeant Arthur J. O’Keefe, Plant Department of the Wisconsin Tele¬ 
phone Company, for extraordinary heroism, determination, perseverance and 
aggressive leadership, when in Sicily, August 4, 1943, as leader of a rifle squad, 
he successfully led a bayonet charge on the company’s objective, pressed the 
attack although seriously wounded four times, and directed his squad in repel¬ 
ling an enemy counter-attack, despite several additional wounds. 

First Lieutenant William T. Kemp, a lineman from the Illinois Bell Tele¬ 
phone Company, for outstanding heroism and devotion to duty when, on August 
15, 1944, returning alone from a bomber mission over Europe in a fighter plane 
damaged by flak, his ammunition exhausted and painfully wounded in the arm, 
he saw an unescorted formation of friendly bombers under attack by more than 
thirty enemy fighters, attacked them without hesitation and by skillful maneuver¬ 
ing completely dispersed them. 

The Navy Cross was won by Augustus B. McKee, Hospital Apprentice First 
Class, for gallantry and intrepidity in action when, as a member of a naval medical 
team, landing with assault forces on the Normandy Coast, June 6, 1944, cut off 
from the remainder of his unit and working under intense enemy fire for several 
hours without help, he unquestionably saved many lives by attending the wounded 
with exceptional skill and devotion to duty. 

Awards of the Legion of Merit “for exceptionally meritorious conduct in the 
performance of outstanding services” have been reported for 40 Bell System em¬ 
ployees, many of whom were honored for the excellence of their work in the estab¬ 
lishment and maintenance of communications in combat areas. One of these, Staff 
Sergeant Ella C. Wright, an operator from the Pacific Telephone and Telegraph 
Company, w’as the first enlisted member of the Women’s Army Corps to receive 
this award. Referring to her superior work as chief telephone operator at Allied 
Force Headquarters in North Africa and Italy from February 4, 1943 to October 
2 4> I 944> the citation speaks of her unusual knowledge, initiative, and unselfish 
devotion to duty and of the tireless energy and ability she displayed which contrib¬ 
uted greatly to the success of the operations of the Allied Force Headquarters. 

We here on the home front pay homage to these individuals, to our other fellow 
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employees whose deeds have been recognized by special honors from the services, 
and to the thousands of their comrades in the armed forces. 

Jobs for all employees now on leave in the services will be ready for them when 
their present work is done. They are our friends and associates. Their skill and 
energy are important assets of the System and will be needed in the big tasks which 
it faces in the future. Each of the Companies during the past year has been de¬ 
veloping specific plans for their most appropriate placement, for retraining when 
desirable, and for reassignment and special training for those whose physical handi¬ 
caps may require it. We are looking forward to their safe return. 


Bell System Financing 

During the year, the American Telephone and Telegraph Company issued 
$59,223,000 par value of its common stock on conversion of a like amount of its 
Fifteen Year 3% Convertible Debenture Bonds, the Company receiving $23,689,200 
premiums in connection therewith. In November, 1944, the New England Tele¬ 
phone and Telegraph Company called for redemption, on February 1, 1945, at 104 
per cent, the Company’s $20,000,000 Thirty Year First Mortgage 314% Bonds, 
Series C, due in 1968, and in January, 1945, contracted to sell as of February 1, 
1945 at 100 per cent, $20,000,000 Thirty Year First Mortgage 2 14 % Bonds, Series D. 

In connection with the acquisition of properties of the Keystone System in Sep¬ 
tember, 1944, The Bell Telephone Company of Pennsylvania assumed $10,910,000 
Keystone Telephone Company First Mortgage 3 Yi% Bonds, and these bonds were 
redeemed before the end of the year. During the year, certain of the principal 
telephone subsidiaries of the American Telephone and Telegraph Company paid off 
$39,595,ooo of their 4% Notes held by the Trustee of their respective Pension 
Funds. 

Outstanding debt obligations of the Bell System at the end of the year were 
$98,818,000 less than at the beginning of the year. 

Cash and temporary cash investments of the System telephone companies amount¬ 
ed to $445,082,000 at the end of the year. Included in these cash assets are the 
Company’s temporary investments of $239,839,000 in Government obligations, 
$20,000,000 demand notes of the Western Electric Company and cash balance of 
$12,853,000. Net current assets at December 31, 1944 were $134,783,000. 

At the end of the year, the total invested capital—long-term debt and stock equity 
—of the Bell System was $4,092,183,000, of which $1,372,351,000 were debt 
obligations, or 33.5 per cent of the total, as compared with 35.8 per cent at the end 
of 1943. 

The Western Electric Company has not yet used any portion of the “VT” credit 
which was arranged in 1943 with nine banks in the amount of $150,000,000. 
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Stockholders 

During 1944, stockholders of record increased by 16,302 to a total of 668,013 at 
the end of the year. The stock is widely held by men and women from every walk 
of life, and more than half of them have held shares for ten years or more. Approxi¬ 
mately 60,000 Bell System employees own stock in the Company. The average 
number of shares held per stockholder at the end of 1944 was 29. No stockholder 
held as much as one-half of one per cent of the total stock. Holders of one to five 
shares numbered 208,300, and 631,100 stockholders held less than 100 shares each. 
Holders of 100 shares or more each, including insurance companies and many other 
institutions representing large numbers of individuals, totaled 36,900 and held 47 
per cent of the stock. 


Western Electric Company 

Sales of the Western Electric Company, including its subsidiaries, largely ex¬ 
ceeded in 1944 the sales of any previous year and amounted to $926,851,000, an 
increase of 30 per cent over 1943. Of these sales, $788,860,000 were to the United 
States Government and represented 85 per cent of the total, compared with 
$596,112,000, or 83 per cent in the previous year. At the close of the year, the 
backlog of unfilled Government orders was $747,000,000. Sales to the Bell tele¬ 
phone companies were slightly higher than in 1943, hut were limited to repair, 
maintenance and operating requirements, to such extensions of telephone facilities, 
largely long distance facilities, as were authorized on a priority basis to meet essen¬ 
tial war-time needs and to a limited number of telephone instruments for civilian 
use made in the last quarter of the year. 

The increasing war business necessitated the provision of additional manufactur¬ 
ing facilities and, at the end of the year, the Company was producing war equip¬ 
ment not only at its three main factories, but in 22 satellite plants leased in 15 cities. 
Moreover, at many of the Company’s distributing houses, repair shop facilities were 
utilized to aid in the Company’s war production. The Company, including its 
subsidiaries, was occupying at the end of the year over 4,600,000 square feet of floor 
space specifically leased for war purposes. 

During November, the Company observed the 75th Anniversary of its founding 
in 1869 when it began operations with less than a dozen employees. The number 
of employees at the end of 1944 was 94,000. 

Earnings of the Western Electric Company, including its subsidiaries, were 
$13,858,000 in 1944, or substantially the same as in the preceding year, notwith¬ 
standing the larger volume of business. As these earnings resulted largely from its 
operations on Government contracts, they are subject to renegotiation. Although 
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renegotiation proceedings have not yet been completed for 1943 or started for 
1944, the Company believes that adequate provision has been made for any adjust¬ 
ments arising from renegotiation. 


Plant and Facilities 

Construction of Bell System telephone plant continued to he limited to the most 
necessary projects, under the controls established and administered by the War 
Production Board to conserve materials and manpower. Total expenditures for new 
construction were $170,000,000 in 1944, compared with $154,000,000 in 1943 
and $345,000,000 in 1942. Exchange plant construction, including installation of 
equipment at customers’ premises, accounted for $100,000,000 of the 1944 ex¬ 
penditures, and $70,000,000 was for additional toll and long distance circuits and 
associated switching equipment. 

Under authorization of the War Production Board, the manufacture of telephone 
sets for civilian use was resumed on a limited scale in the latter part of the year. 
About 75,000 telephones were manufactured for the Bell System in 1944. 

Manufacture of central office equipment for non-war use has been practically 
suspended for three years. With the concurrence of the War Production Board, 
plans have been made to resume some manufacture as soon as manpower and ma¬ 
terials are available, which will, of course, depend on the progress of the war. 

Toll and long distance circuits added in 1944 were about one and one-quarter 
million circuit miles, which is less than half of what would normally be added for 
the increase of traffic experienced. More than 85 per cent of the miles of circuits 
added were by installation of carrier systems, which use a minimum of material. To 
handle present traffic on a normal basis would require about five million additional 
miles of circuits, or 50 per cent more than are now in service. 

A start has been made on a second transcontinental cable which will follow a 
southern route from New York through Atlanta and Dallas to Los Angeles and 
further expand facilities to the Pacific Coast. The toll cable network now covers 
nearly 35,000 route miles interconnecting most large population centers. About 
10,000 miles are equipped for broad band carrier systems, which transmit many con¬ 
versations over one physical circuit and also provide transmission paths such as may 
be required to interconnect FM (frequency modulation) broadcast stations. 

Telephone facilities along the Pacific Coast and on routes connecting with the 
East were reinforced in 1944 to assure meeting military and related needs of the 
war with Japan. The accelerated program includes provision of considerable dial 
and manual local exchange equipment, 600 additional toll circuits, principally be¬ 
tween the larger cities on the Coast, and toll switchboards. 
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At the end of the year, investment in Bell System telephone plant was 
$5,512,395,000, an increase of $124,605,000 during the year. Depreciation and 
amortization reserves amounted to $1,882,844,000, or 34.2 per cent of the plant 
investment. About $50,000,000 of plant built particularly to meet the needs of the 
armed forces and war industries has been segregated in the accounts, and special 
depreciation rates are being used which recognize the shorter than average life of 
much of this plant. 


Hurricane 

The hurricane of great intensity, which spread along the Atlantic seaboard in 
September, caused widespread destruction from Cape Hatteras to Maine. It put 
out of service more than 400,000 telephones and cut off nearly 50 communities 
from long distance lines. 

Service was restored to 71 per cent of the affected telephones within three days 
and general restoration was completed in 12 days. This speed of restoration under 
war-time conditions was exceptional, and compares with 28 days in the 1938 hurri¬ 
cane, when nearly 600,000 telephones were silenced. 

When the hurricane struck, and as it passed, augmented forces of operators were 
at the switchboards. Operators hastened to their posts for emergency duty without 
waiting to be called. To help local maintenance and construction forces speed the 
job of service restoration, riearly 1,000 men in 350 trucks and work cars came from 
other Bell operating areas as far away as Ohio. Western Electric, the System’s 
manufacturing and supply organization, provided materials promptly so that no 
repair crew had to wait for things with which to work. This experience demon¬ 
strated the ability of Bell System men and women to take a major disaster in stride 
and showed once again the value of a closely co-ordinated telephone system and the 
benefits of standardization of equipment, methods and materials. 


Looking Ahead 

As long as the war lasts, war telephone needs come first. The Bell System is, 
however, looking ahead to post-war needs and opportunities and is making plans for 
the future. 

When switchboards, cable, telephones and other equipment can again be manu¬ 
factured in the quantities needed, the first job of the System will be to build the 
plant required to provide telephone service of peace-time quality for all who want it. 
The program of plant betterments which has been suspended because of the war 
will also be resumed. 

To attain these objectives, the System is faced with expenditures for plant esti¬ 
mated at more than a billion dollars. In addition, with good general business con- 
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ditions, the need for facilities to care for current growth will be substantial. The 
System therefore expects to have a record construction program for several years 
and is making preliminary engineering and organization plans to the extent now 
practicable. 

Rural Telephone Service 

The intensive program for extending service to farm families, which was being 
carried on before the war, will be resumed as quickly as possible. Rural telephone 
service in this country is already more highly developed than in any other. Despite 
this, the telephone industry would like to see many more farms with telephones. 
To bring this about, the Bell System has developed important new facilities and 
methods. High-strength steel wire, permitting longer distances between poles, re¬ 
duces the cost of extending lines' into areas not previously covered. A method of 
sending telephone messages over rural electric power lines was under development 
by Bell Telephone Laboratories before the war and it is clear that a successful 
system of this kind can be produced. These and other improvements, including 
possible application of radio to reach remote spots, promise a substantial post-war 
increase in the number of farms having telephone service. 


T elevision 

The Bell System has pioneered in television and has made important contribu¬ 
tions to this new art just as it has to sound broadcasting. It expects to play an active 
role in bringing television to the American public after the war by providing facili¬ 
ties over which television programs can be transmitted throughout the entire 
country. 

Television transmission over a wire circuit from Washington to New York and 
by radio from Whippany, New Jersey, to New York was demonstrated by the Bell 
Telephone Laboratories as early as 1927. Standard telephone wires with suitable 
equipment are now used successfully for transmitting high quality television pic¬ 
tures over short distances. Coaxial cables, which transmit several hundred telephone 
conversations simultaneously, are also suitable for nation-wide television networks 
and the System is planning to construct several thousand miles of such cable. The 
projected radio relay system between New York and Boston will also be tested to 
determine the possibilities of this method for television transmission. 

It is the System’s objective to be prepared to serve the television industry with 
the best transmission facilities possible as rapidly as the industry’s needs for networks 
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Radio Facilities 

The Bell System has for many years made extensive use of radio and has been a 
leader in radio research before and during the war. In 1927, it established the 
first transoceanic radio telephone service between New York and London. The 
System now uses radio to provide overseas and ship telephone service, to give emer¬ 
gency telephone service when wire circuits are damaged, and, in certain cases, to 
bridge water barriers in the United States. With the new techniques which have 
been developed before and during the war and with the new frequency ranges 
which are being explored, new and increased fields of use for radio in the telephone 
business are expected in the future. 

Present indications are that there will be a heavy increase in demand for overseas 
telephone service following the war, requiring new direct circuits as well as addi¬ 
tional circuits over existing routes. Except for the war, radio telephone service is 
already available to over seventy countries and any telephone in the United States 
can be connected with any one of 97 per cent of the telephones in the world. 
Domestically, radio will probably be used in increasing amounts for bridging water 
barriers and reaching isolated communities. By using relay stations at intervals, 
microwave radio may also be employed for long distance transmission of telephone 
conversations, sound programs and television. 

Other prospective new uses of radio by the Bell System include service to trucks, 
buses and other automotive vehicles, both in cities and on highways, to farmers and 
others in remote and sparsely settled areas and to moving trains and airplanes. 
Increased use of radio in furnishing ship service and to expedite restoration of wire 
service interrupted by storm or disaster is also likely. 


Overseas Service 

During the year, the armed forces further increased their use of the Company’s 
overseas radio facilities for vital military communication purposes. Use of the radio 
telephone facilities for transmission of overseas programs by broadcasting companies 
and governmental agencies was more than double the use last year. Overseas 
radio telephone calls to other than war areas continued to increase and service was 
extended to include the island of Trinidad. 

During the year, further substantial reductions in rates were made for radio tele¬ 
phone service to the Caribbean area and most of the countries in Central and South 
America. The new rates average one-half the rates in effect at the time the services 
to these areas were first established over a decade ago. It is expected that similar 
reductions will be made in rates to other areas as war conditions permit. 

Discussions have been held with the appropriate authorities abroad regarding the 
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resumption of overseas radio telephone service with liberated countries of Europe 
when military conditions permit. 


The Frank B. Jewett Fellowships 

Dr. Frank B. Jewett, who retired as a Vice President of the Company in Sep¬ 
tember, has an international reputation as a pioneer proponent of the application to 
industry of the research methods of science. To commemorate the distinguished 
services which he rendered the telephone industry throughout a long career, your 
Directors have inaugurated a series of attractive post-doctorate fellowships. Carry¬ 
ing $3,000 to the fellow as well as a $1,500 honorarium to the institution at which 
he works, these fellowships ate intended to stimulate and assist research in the 
fundamental physical sciences, and particularly to provide their holders with oppor¬ 
tunities for individual growth and development as creative scientists. 

The Company has established a trust fund sufficient to finance five fellowships 
in each of the ten years, 1945 to 1954. Five members of the staff of Bell Telephone 
Laboratories, Incorporated, will serve as trustees and award the fellowships. Such 
award and its acceptance carries no implication or commitment on the part of Bell 
Telephone Laboratories or on the part of the recipient as to later employment in 
the Laboratories. 


Benefit and Pension Plan 

The Bell System’s Plan for Employees’ Pensions, Disability Benefits and Death 
Benefits has now been in effect for thirty-two years. Its continuing value has been 
fully demonstrated. The Plan is important to the business in maintaining efficiency, 
and it is advantageous to the employees through the aid it affords in meeting exigen¬ 
cies resulting from accident, sickness, or death, and by providing a pension upon 
retirement. 

The Plan, which treats all employees alike according to their age, length of ser¬ 
vice and pay, is maintained by the Bell System Companies without direct or indirect 
cost to employees. In keeping with sound pension practices, service pensions since 
1927 have been provided for by accruing in advance, on an actuarial basis, amounts 
which are paid into Pension Trust Funds and are devoted irrevocably to use for ser¬ 
vice pensions only. Other payments under the provisions of the Plan are charged 
currently as they occur to operating expenses. 

The Pension Trust Funds of the Bell System Companies, including the Western 
Electric Company and the Bell Telephone Laboratories, amounted to $513,342,000 
at the end of 1944. Pension accruals added to the Trust Funds during the year 
amounted to approximately $67,340,000, or 6.3 per cent of the payroll. Pension 
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disbursements from Trust Funds during the year were $i i ,816,000. At the end of 
the year, there were 8,917 men and 4,766 women, or a total of 13,683 on the service 
pension payrolls. 

Other payments made under the Plan to about 80,000 employees in 1944 were: 


Sickness Disability Benefits 
Accident Disability Benefits 
Death Benefits 
Disability Pensions 


$13,918,000 
92,3,ooo 
2,938,ooo 
578,000 


Total 


$18,357,000 


Savings and Insurance Plans 

In 1944, employees’ savings through payroll allotment plans were larger than 
during any previous year. Included are deposits in savings institutions, life insur¬ 
ance premiums and purchases of war bonds. In the latter case, many of the Com¬ 
panies provide short term payroll allotment arrangements for the purchase of extra 
bonds during war loan campaigns. 

At the close of 1944, the per cent of total employees purchasing war bonds through 
payroll allotment plans was 88; and the per cent of allotments to total payroll was 
9.8. The maturity value of the bonds thus purchased during the year was 
$134,000,000. 

Through payroll allotments for the purchase of life insurance and for deposits in 
savings institutions, employees set aside nearly $42,000,000 during 1944. 

In the latter part of the year, a plan was made available w'hereby returned veterans 
of World War II may have their premiums on National Service Life Insurance paid 
through payroll deductions. A similar plan for veterans of World War I has been 
in operation since 1927. 


Vail Medal Awards 

The Theodore N. Vail Memorial Fund was established in 1920 for the purpose 
of recognizing unusual acts of service to the public which reflect the ideals of the 
Bell System. Recognition is in the form of medals, with accompanying cash awards, 
and plaques. Since the Fund was established, 14 gold, 108 silver and 1,084 bronze 
medals have been awarded and bronze plaques have been presented to Companies 
where employees have received gold and silver medals. In addition, special bronze 
plaques have been awarded in 27 cases to Companies in recognition of especially 
outstanding service performed by groups of employees at times of disaster. The gold, 
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silver and bronze awards to individuals are accompanied by $1,000, $500 and $100 
in cash, respectively. Six silver medals and 20 bronze medals, all with the accom¬ 
panying citations, were awarded for noteworthy acts performed in 1943. Silver 
awards are as follows: 

Frederick Richard Hoffman, Installer-Repairman, Richmond, Virginia, 

“for initiative and prompt, intelligent and courageous action in the rescue of 
a man who had come in contact with a high voltage wire.” 

Louis G. De Lyon, Assistant Sub-Foreman, (posthumous award), Alfred 
H. Gerlach, Electrician, Alexander Mikolasy, Maintenance Machinist, 
William Mohrhoff, Assistant Sub-Foreman, and Louis J. Rom, Assistant 
Sub-Foreman, New York, New York, “for prompt action, initiative and extreme 
courage in the face of grave personal danger during an emergency prior to and 
following an explosion of hydrogen gas.” 

A special bronze plaque was awarded to the group of Plant and Traffic employees 
of the Southwestern Bell Telephone Company at the Jefferson Central Office, St. 
Louis, who remained on duty under extremely trying conditions following an ex¬ 
plosion in the Central Office building. 


Until the War Is Won 

During three years of war the nation has needed, and has obtained, telephone 
communication far beyond any previous requirement. This is a telephone-run war 
from factory to foxhole and, as the struggle has increased in scale and intensity, the 
need for the vital services performed by the Bell System has increased accordingly. 
The System has met all war demands upon it and will continue to do so. 

There is every likelihood that these demands will be even heavier in the future 
than they have been in the past. Fortunately, the System has the organization, 
experience and resources to perform whatever war service it may be called upon to 
render. Its physical plant is incomparable in size and quality. The men and women 
who provide the service are alert, competent and courteous. The management, 
which has risen from the ranks, is trained and experienced. Bell Telephone Labora¬ 
tories and the Western Electric Company, research and manufacturing branches of 
the System, respectively, are able to design and produce great quantities of com¬ 
munication and electronic apparatus for war, just as, in normal times, they have 
steadily improved the telephone art and assured to the Bell Telephone Companies 
a continuous supply of standard equipment of the best quality. 

The Bell System is able to meet all war demands promptly and to make an effec¬ 
tive contribution to victory because it has had full freedom, under regulation, to 
develop its human and material resources in the public interest. Although earnings 
on investment in the war years have been low, on the average over a long period of 
time the System has been allowed to earn enough to pay good wages and a return 
on the money invested in the business sufficient to enable it to attract the new 
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capital needed to expand and improve the service. The System’s ability to render 
a more extensive and continuously improving service after the war will depend 
largely on regulatory authorities continuing to permit the telephone business to 
earn enough so that those with capital to invest will want to put it into this indus¬ 
try. The same factors that have operated to give this country in time of peace the 
best telephone service in the world have also created a communication system that 
has fully met the test of war. They will be no less important in the years ahead. 

Today, and every day until the war is won, the people of America can rely on the 
Bell System to do everything in its power to speed the final victory. 


For the Board of Directors, 


President. 


February 21, 1945. 


Note: The management will solicit proxies for the Annual 
Meeting of Stockholders to he held on April 18, 1945. It is ex¬ 
pected that a proxy statement and a form of proxy will he sent 
to stockholders in connection with such solicitation on or about 
March 10, 1945. 
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FINANCIAL STATEMENTS 

The Bell System Financial Statements which follow on pages 24 to 28, inclusive, consoli¬ 
date the accounts of American Telephone and Telegraph Company and the accounts of its 
principal telephone subsidiaries which are listed below. Indirectly controlled companies are 
indented under the immediately controlling company. 

New England Telephone and Telegraph Company 
New York Telephone Company 
New Jersey Bell Telephone Company 
The Bell Telephone Company of Pennsylvania 
The Diamond State Telephone Company 
The Chesapeake and Potomac Telephone Company 
The Chesapeake and Potomac Telephone Company of Baltimore City 
The Chesapeake and Potomac Telephone Company of Virginia 
The Chesapeake and Potomac Telephone Company of West Virginia 
Southern Bell Telephone and Telegraph Company 
The Ohio Bell Telephone Company 
Michigan Bell Telephone Company 
Indiana Bell Telephone Company 
Wisconsin Telephone Company 
Illinois Bell Telephone Company 
Northwestern Bell Telephone Company 
Southwestern Bell Telephone Company 
The Mountain States Telephone and Tplegraph Company 
The Pacific Telephone and Telegraph Company 
Bell Telephone Company of Nevada 
Southern California Telephone Company 

The subsidiaries so consolidated comprise all operating telephone companies having assets 
in excess of $1,000,000, in which the American Company owns, directly or indirectly, securities 
representing more than 50% of the voting power. The physical properties of Keystone Tele¬ 
phone Company and Eastern Telephone and Telegraph Company, subsidiaries not consoli¬ 
dated at December 31, 1943, were purchased in 1944 and the companies dissolved. 

The companies consolidated have for many years maintained their accounts in accordance 
with Uniform Systems of Accounts prescribed for telephone companies by Federal authorities. 
The System of Accounts now in use was prescribed by the Federal Communications Commis¬ 
sion, effective January 1, 1937. 

Telephone Plant is shown in the Consolidated Balance Sheet in the aggregate of the amounts 
at which it is carried in the accounts of the individual companies consolidated. For the com¬ 
panies in the consolidated group, all intercompany security holdings, intercompany receivables 
and payables, and intercompany items of income and expense, except minor items which cannot 
readily be identified, are excluded. In the elimination of intercompany security holdings the 
difference between the aggregate cost of such securities to the companies owning them and the 
aggregate par value of such securities has been applied to reduce the combined surplus accounts 
of the companies consolidated. 

The proportionate interest of the companies consolidated in subsidiaries not consolidated is 
included in the Consolidated Balance Sheet in the aggregate of the equities applicable thereto 
as computed from the accounts of these subsidiaries and the proportionate interest in their earn¬ 
ings is included in “Other Income” in the Consolidated Income Statement. 
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Most of the telephone equipment, apparatus and materials used by the companies consoli¬ 
dated has been manufactured or procured for them by Western Electric Company, a subsidiary 
not consolidated, under contracts providing that the prices paid shall be as low as Western 
Electric Company’s prices to its most favored customers for like materials and services under 
comparable conditions. These items have been entered in the accounts of the telephone com¬ 
panies at cost to them, and are included in the Consolidated Financial Statements at such cost. 
This cost includes the return realized by Western Electric Company on its investment devoted 
to this business. 

In the course of rearranging operating territories or properties, there have been over the years 
numerous sales of plant between companies whose accounts are consolidated herein. Many of 
these sales, involving by far the greater part of the plant transferred, were accounted for on the 
books of the purchasing company, with the concurrence of the regulatory authorities having 
jurisdiction, by including therein the same amounts for telephone plant and associated deprecia¬ 
tion reserves as were carried in the accounts of the selling company, thus involving no change 
in the consolidated accounts. Substantially all of the remainder of the sales (relatively small 
in amount as compared with total plant and for the most part involving plant since retired) 
were made on the basis of reproduction cost new less allowance for depreciation as determined 
by the companies, and the property was entered in the accounts of the purchasing company at 
cost to it. Certain of these transactions resulted in credits to surplus on the part of the selling 
company. The accounting followed is considered to have been in accordance with the then 
prescribed accounting regulations. 

Among the latter transactions were certain sales of property by the American Telephone and 
Telegraph Company to the New York Telephone Company in the years 1925 to 1928 involving 
an aggregate consideration of approximately $12,600,000. The New York Company charged 
its property accounts with the price which it paid for these properties and considers that such 
accounting was in accordance with the then existing System of Accounts prescribed by the 
Interstate Commerce Commission which had jurisdiction over its accounting at the time. How¬ 
ever, the Federal Communications Commission and the Public Service Commission of the State 
of New York in decisions handed down on December 14, 1943 held that the accounting had 
been improper and that the New York Company should have taken the properties on its books 
at their cost to the American Company and credited its depreciation reserve with the same 
amount as the American Company had in its reserve in respect of the properties. This would 
have necessitated a charge to surplus of approximately $4,166,000 by the New York Company. 
The Commissions thereupon ordered that the surplus of the New York Company should now 
be reduced by such amount despite the fact that the greater portion of the property involved 
has been retired from the accounts. The New York Company brought an action in the United 
States District Court to test the validity of the order of the Federal Communications Commis¬ 
sion. That Court, in a unanimous decision by the three judges participating, held the order 
invalid and enjoined its enforcement, judgment being entered on January 2, 1945. The Gov¬ 
ernment has until March 3, 1945, in which to take an appeal to the United States Supreme 
Court. The New York Company also has a pending action in the New York Supreme Court 
to test the validity of the order of the Public Service Commission. The New York Company 
has transferred approximately $4,166,000 from Unappropriated Surplus to Surplus Reserved 
pending final determination of the matter. 

Financial Statements of the American Telephone and Telegraph Company are shown on 
pages 30 to 33. 

Pierre W. Saxton 

Coviptroller. 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries ) 

Consolidated Balance Sheet 
ASSETS 


Plant and Other Investments 

Telephone Plant (a)_ 

At December 31,1944 ^ ]S property was classified in the accounts 


of the companies as follows: 

Telephone Plant in Service_$5,456,617,413 

Telephone Plant under Construction_ 27,562,406 

Property Held for Future Telephone Use_11,612,940 

Telephone Plant Acquisition Adjustment_ 16,602,295 

Miscellaneous Physical Property_ 


Investments in Subsidiaries not consolidated (b)_ 

Equities in Subsidiaries not consolidated in excess of investments 

therein___ 

U. S. Tax Refund Bonds....... 

Other Investments (b)_ 

Principally in non-controlled telephone companies. 

Sinking Funds____ 

Total Plant and Other Investments_ 

Current Assets 

Cash and Demand Deposits... 

Temporary Cash Investments_ 

Includes in 1 944 , $ 171 , 265 , 1 94 U. S. Treasury tax notes; 
$ 198 , 028,974 other U. S. short term obligations having a mar¬ 
ket value of $ 198 , 089 , 000 ; and $ 20 , 000,000 demand notes of 
Western Electric Co. 

Special Cash Deposits..... 

Current Receivables __ 

Amounts due for service (less reserves amounting to $ 2 , 516,170 
at December 31 , 1 944 ), working advances, interest and dividends 
receivable, etc. 

Material and Supplies__ 

Principally for construction and maintenance purposes. 

Total Current Assets___ 

Deferred Debits 

Post War Refunds of Excess Profits Taxes_ 

Estimated amounts for which tax refund bonds had not been 
received. 

Prepayments of Rents, Taxes, Directory Expenses, etc.„ 

Unamortized Debt Discount and Expense_ 

(After deduction of unamortized premium.) 

Other Deferred Debits_ 

Total Deferred Debits... 

Total Assets_ 


December 31 

December 31 

1944 

*943 

$5,512,395,054 

$5,387,789,748 


7,080,936 

199,731,480 

9,109,010 

203,035,887 

25,801,322 

3,773,327 

57,589,770 

24,999,457 

59,742,697 

575,000 

575,000 

$ 5,806,946,889 

$5,685,251,799 

$ 55,787,121 

389,295,168 

$ 65,221,753 

281,737,437 

7,807,812 

201,109,303 

14,939,486 

181,118,523 

43,188,654 

48,183,178 

$ 697,188,058 

$ 591,200,377 

$ 6,982,937 

$ 6,148,046 

15,372,728 

8,209,729 

15,005,529 

8,669,133 

13,661,363 

6,981,834 

$ 44,226,757 

$ 36,804,542 

$6,548,361,704 

$6,313,256,718 


For notes, see page 28. 
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BELL SYSTEM FINANCIAL STATEMENTS 


(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries) 


Consolidated Balance Sheet—Continued 


LIABILITIES 


Capital Stock (see page 29) 

American Telephone and Telegraph Company: 

Common Stock_ s _ 

Premiums on Capital Stock_ 

Amount received in excess of par value. 

Subsidiaries Consolidated—stocks held by public: 

Common Stock_ 

Preferred Stock- 

Total Capital Stock_ 

Funded Debt (see page 29) 

American Telephone and Telegraph Company_L_ 

Subsidiaries Consolidated___ 

Total Funded Debt_ 

Notes Sold to Trustee of Pension Funds (c) 

Subsidiaries Consolidated-- 

Current and Accrued Liabilities 

Accounts payable_ 

Advance billing for service and customers’ deposits.. 

Dividends payable_ 

Other current liabilities_ 

Interest accrued- 

Taxes accrued... 

Total Current and Accrued Liabilities_ 

Deferred Credits_ 

Depreciation and Amortization Reserves_ 

Provision to meet loss of investment in Telephone Plant upon 
its ultimate retirement from service. 

Contributions of Telephone Plant__ 

Surplus applicable to St6cks of Subsidiaries consolidated 
held by public_ 

Surplus applicable to Stock of A. T. & T. Co. 

Surplus Reserved_ 

Includes reservation by American Tel. and Tel. Co. of 
$6o,8iy t y$y against general contingencies. 

Unappropriated Surplus (see page 27)_ 


Total Liabilities 


December 31 

December 31 

1 944 

*943 

$1,938,943,200 

298,139,237 

$1,879,720,200 

274,401,428 

88,589,000 

17,904,300 

88,588,000 

17,904,300 

$2,343,575,737 

$2,260,613,928 

$ 728,321,100 
617,568,000 

$ 787,544,100 
617,568,000 

$1,345,889,100 

$1,405,112,100 

$ 26,462,272 

$ 66,056,994 

$ 111,477,463 
33,288,902 
44,040,404 
18,516,734 
10,795,618 
344,285,959 

$ 78,681,986 

31,982,214 
42,740,930 
19,970,681 
10,886,579 
292,253,877 

$ 562,405,080 

$ 476,516,267 

$ 9,905,668 

$ 6,151,497 

$1,882,844,252 

$1,717,372,903 

$ 1,023,276 

$ 990,171 

$ 4,920,250 

$ 4,313,405 

$ 70,679,268 

$ 69,458,921 

300,656,801 

306,670,532 

$ 371,336,069 

$ 376,129,453 

$6,548,361,704 

$6,313,256,718 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries ) 

Consolidated Income Statement 


Operating Revenues Ye^r 1944 

Local Service Revenues (d)_ $ 986,853,887- 

Revenues from local exchange service. 

Toll Service Revenues- 733,304,264 

Revenues from long distance and local toll service. 

Miscellaneous Revenues___ 1 - 52,962,328 

Revenues derived from directory advertising, rents and miscel¬ 
laneous sources. 

Less: Uncollectible Operating Revenues- 3,415,902 

Provision for revenues which may be uncollectible. 

Total Operating Revenues _$1,769,704,577 


Operating Expenses 

Current Maintenance_ 1 — $ 298,559,949 

Cost of inspection, repairs and rearrangements required to keep 
the plant and equipment in good operating condition. 

Depreciation and Amortization Expense- 200,764,183 


Provision to meet loss of investment when depreciable property 
is retired from service, based on rates designed to spread this loss 
of investment uniformly over the service life of the property. 
Such provision represented approximately 4 % of average invest¬ 
ment in depreciable plant in service. 


Traffic Expenses_ 335,413,283 

Costs incurred in the handling of messages, principally operators ' 
wages. 

Commercial Expenses_ 127,896,786 

Costs incurred in business relations with customers; pay station 
commissions; also the cost of directories, advertising, etc. 

Operating Rents_ 14,979,161 

Rents for the use of buildings, poles, conduits and other facilities. 

General and Miscellaneous Expenses: 

General Administration_ 15,911,149 

Accounting and Treasury Departments_ 62,268,265 

Development and Research (e)_ 7,950,010 

Provision for Employees' Service Pensions (f)_ 38,336,726 

Employees' Sickness, Accident, Death and Other Benefits_ 17,468,618 

Other General Expenses_ 23,714,931 

Less: Expenses Charged Construction_ 6,951,289 

Total Operating Expenses _ $1,136,311,772 

Net Operating Revenues (carried forward) _ $ 633,392,805 


Year 1943 
$ 951,566,200 

653,840,208 

46,241,957 


3,571,305 


$1,648,077,060 


$ 275,802,767 


196,923,763 


301,589,568 


116,921,993 


14,581,633 


15,224,196 

56,530,751 

5,249,679 

28,725,391 

18,269,907 

24,863,224 

6,296,424 

$1,048,386,448 
$ 599,690,612 


For notes, see page 28. 
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Net Operating Revenues (brought forward) _ 

Operating Taxes 

Federal Income Taxes_ 

Federal Excess Profits Taxes (g)_ 

Other Taxes—principally State, local and Social Security_ 

Total Operating Taxes_ 

Net Operating Income_ 

Other Income (h) 

Dividends from subsidiaries not consolidated___ 

Proportionate interest in earnings (after dividends) of subsidiaries 

not consolidated_ 

Dividends from other companies_1_ 

Miscellaneous income- 

Less: Miscellaneous deductions from income (f) (i)_ 

Income Available for Fixed Charges_ 

Interest Deductions._’_ 

Amortization of Debt Discount and Expense and other 

Fixed Charges_ 

Net Income_ 

Applicable to Stocks of Subsidiaries consolidated held 
by public 

Preferred Stock_I___ 

Common Stock _ 

Applicable to A. T. & T. Co. Stock____ 

Consolidated Earnings per share of A. T. & T. Co. Stock_ 

* Deficit. 



Year 1944 


Year 1943 

S 

633,392,805 

$ 

599,690,612 

$ 

102,684,243 

$ 

103,387,736 


173,627,076 


133,452,222 


141,156,961 


136,095,959 

$ 

417,468,280 

$ 

372,935,917 

$ 

215,924,525 

$ 

226,754,695 

$ 

13,608,605 

$ 

15,664,137 


1,743,257 


(689,468) 


3,610,623 


3,552,653 


4,918,226 


4,043,570 


15,018,928 


13,089,068 

$ 

224,786,308 

$ 

236,236,519 

$ 

47,563,011 

$ 

51,070,022 


537,208 


581,907 

$ 

176,686,089 

$ 

184,584,590 


$ 

1,074,258 

5,755,270 

$ 

1,074,258 

5,741,323 

$ 

169,856,561 

$ 

177,769,009 


$8.89 


$9.50 


Analysis of Consolidated Unappropriated Surplus Applicable to American 
Telephone and Telegraph Company Stock—Year 1944 


Unappropriated Surplus —December 31, 1943_ . $ 306,670,532 

Net Income applicable to American Tel. and Tel. Co. Stock_ $ 169,856,561 

Miscellaneous Additions_ 271,176 

Total Additions-- $ 170,127,737 

Dividends on American Tel. and Tel. Co. Stock___$ 171,897,507 

Transfers to Surplus Reserved—net_ 1,220,347 

Abandoned projects and Telephone Plant Acquisition Adjustment—written off_ 1,618,916 

Adjustments arising from charges (net) made directly to surplus by subsidiaries not 

consolidated- 1,056,481 

Miscellaneous Deductions___ 348,217 

Total Deductions _ $ 176,141,468 

Net Decrease_ $ 6,013,731 

Unappropriated Surplus —December 31,1944_$ 300,656,801 
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NOTES TO BELL SYSTEM FINANCIAL STATEMENTS 

(a) Comprised of land and buildings, rights of way, poles, wire, cable, underground conduit, switchboards, 
telephones, vehicles, furniture, etc. The Uniform System of Accounts for Telephone Companies prescribed 
by the Federal Communications Commission requires, with certain exceptions, that the accounts, “Telephone 
Plant in Service," “Telephone Plant under Construction" and “Property Held for Future Telephone Use" 
show the original cost of property at the time of its first dedication to the public use, whether by the 
accounting company or by a predecessor owner. The total shown for Telephone Plant, which includes the 
three accounts above mentioned and the amount classified as “Telephone Plant Acquisition Adjustment," 
represents substantially the cost of the plant to the individual companies with certain exceptions not con¬ 
sidered to have resulted in any material deviation from cost. Expenditures for patents have been charged off 
as incurred and thus are not included in the asset accounts. 


(b) These investments are, with minor exceptions, stated at cost. At December 31, 1944, securities included 
in Investments in Subsidiaries not consolidated at $28,338,000 and securities included in Other Investments 
at $1,158,338 were pledged under bond indentures. 

(c) 4% demand notes held by Trustee as investments of pension funds not presently required to meet pension 
payments. 

(d) Includes in 1944, $3,500,000 which is subject to refund in the event of an adverse decision in a pending 
rate case. 

(e) Cost of development and research work carried on in behalf of the American Telephone and Telegraph 
Company by Bell Telephone Laboratories. 

(f) The total provision for employees’ service pensions amounted to $47,443,866 for 1944 and $38,725,374 
for 1943, of which amounts $8,782,140 for 1944 and $9,999,983 for 1943 were charged to Miscellaneous 
Deductions from Income in accordance with accounting requirements of the Federal Communications 
Commission. The companies consider that these latter amounts were, in fact, operating expenses and should 
have been accounted for as such. 

(g) After deduction of Excess Profits Tax credits of $19,241,041 for 1944 and $14,822,168 for 1943. The 
companies used $14,632,823 of their 1944 credits and $12,986,810 of their 1943 credits through debt 
retirement. 

(h) Dividends received from the Western Electric Company in 1944 amounted to $11,935,342 and the 
proportionate interest in that company's earnings for the year, after dividends, was $1,847,673. About 83% 
of Western Electric’s sales for 1943 and 85% for 1944 resulted from contracts with the U. S. Government 
and are subject to renegotiation. Renegotiation has not been completed for 1943 nor started for 1944 but the 
company considers that it has made adequate provision for such refund, if any, as may result therefrom. 

(i) Certain items, such as loss on sale of property, etc., which are ordinarily charged against surplus 
reduced taxable income for 1944 with a resultant tax saving of $1,916,865. A portion of these items equiva¬ 
lent in amount to this saving was charged against income and the remaining portion was charged against 
surplus. 
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Capital Stock (a) Amount 

American Telephone and Telegraph Company: 

Par Value 1_ $1,938,943,200 

Premiums-.- 298,139,237 

New England Telephone and Telegraph Company- 48,355,900 

Illinois Bell Telephone Company- 1,126,100 

Mountain States Telephone and Telegraph Company- 12,862,200 

Pacific Telephone and Telegraph Company: 

Common_ 26,230,500 

Preferred _1_ 17,904,300 

Other Principal Telephone Subsidiaries-:-_- - 14,300 


Total Capital Stock - $2,343,575,737 


Increase 
During Year 

$59,223,000 

23,737,809 


1,000 

$82,961,809 


Funded Debt 


American Telephone and Telegraph Company: 

Fifteen Year Convertible Debenture 3s, 1956-$ 163,321,100 

Twenty-Five Year Debenture 334s, 1961- 175,000,000 

Thirty Year Debenture 334 s, 1966- 160,000,000 

Thirty Year Debenture 234s, 1970- 140,000,000 

Thirty-Five Year Debenture 234 s, 1976- 90,000,000 

New England Telephone and Telegraph Company: 

First Mortgage 5s, 1952, Series A----- 35,000,000 

First Mortgage Wis, 1961, Series B- 40,000,000 

First Mortgage 3V4s, 1968, Series C (b)- 20,000,000 

New York Telephone Company: 

Refunding Mortgage 334s, 1967, Series B- 25,000,000 

Refunding Mortgage 3s, 1964, Series C- 75,000,000 

Bell Telephone Company of Pennsylvania: 

First and Refunding Mortgage 5s, 1960, Series C- 50,000,000 

First and Refunding Mortgage 234 s, 1976, Series D- 20,000,000 

First and Refunding Mortgage 234s, 1973, Series E- 35,000,000 

Diamond State Telephone Company: 

Thirty Year Debenture 3s, 1968... 3,000,000 

Southern Bell Telephone and Telegraph Company: 

Twenty-Five Year Debenture 334 s, 1962- 45,000,000 

Thirty Year Debenture 234s, 1972- 35,000,000 

Forty Year Debenture 3s, 1979- 25,000,000 

Illinois Bell Telephone Company: 

First Mortgage 234 s, .1981, Series A--- 50,000,000 

Southwestern Bell Telephone Company: 

First and Refunding Mortgage 3V^s, 1964, Series B- 45,000,000 

First and Refunding Mortgage 3s, 1968, Series C- 30,000,000 

Mountain States Telephone and Telegraph Company: 

Thirty Year Debenture 334s, 1968- 30,000,000 

Pacific Telephone and Telegraph Company: 

Refunding Mortgage 334s, 1966, Series B- 29,652,000 

Refunding Mortgage 334s, 1966, Series C- 24,916,000 


Total Funded Debt _$1,345,889,100 


($59,223,000) * 


($59,223,000)* 


* Decrease. 

(a) Common Stock unless otherwise indicated. 

(b) Redeemed February 1, 1945. Company issued as of same date $20,000,000 First Mortgage 234s, 1975, 
Series D. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Balance Sheet 


ASSETS 


Plant and Other Investments 


Telephone Plant (see note (a) page 28)_ 

At December 31,1944 ^is P ro P Grt y was classified in the accounts 


as follows: 

Telephone Plant in Service_$ 559,511,478 

Telephone Plant under Construction_ 14,206,913 

Property Held for Future Telephone Use_ 381,378 

Telephone Plant Acquisition Adjustment_ 1,312,611 

Investments in Subsidiaries (at cost—see page 33)_ 

Stocks_$2,564,825,634 

Advances- 50,014,987 

Other Investments (at cost—see page 33)_ 

Stocks_$ 42,356,036 

Advances_ 2,100,000 

U. S. Tax Refund Bonds_ 1,849,346 

Miscellaneous_ 629,025 


Total Plant and Other Investments. 


December 31 


2 944 

$ 575,412,380 


2,614,840,621 

46,934,407 


$3,237,187,408 


Current Assets 


Cash and Demand Deposits_$ 12,853,038 

Temporary Cash Investments____ 259,838,974 

Comprises at December 31 , 1944 $ 41 , 810,000 U. S . Treasury 
tax notes; $ 198 , 028,974 other U. S. short term obligations hav¬ 
ing a market value of $ 198 , 089 , 000 ; and $ 20 , 000,000 demand 
notes of Western Electric Co. 

Special Cash Deposits_ 1,757,514 

.Current Receivables_ 23,795,776 

Amounts due for service (less reserve amounting to $ 49,583 at 
December 31 , 1944 ), working advances, interest and dividends 
receivable , etc. 

Material and Supplies_ 6,458,750 

Principally for construction and maintenance purposes. 

Total Current Assets _$ 304,704,052 


Deferred Debits 

Unamortized Debt Discount and Expense_$ 2,319,408 

(After deduction of unamortized premium.) 

Other Deferred Debits (see note (b) page 32)_ 8,039,144 

Total Deferred Debits __ $ 10,358,552 

Total Assets ___ $3,552,250,012 


December 31 
2 943 

$ 551,970,294 


2,623,836,404 

46,858,232 


$3,222,664,930 


$ 14,093,056 

227,273,688 


1,576,922 

19,328,807 


7,583,722 
$ 269,856,195 


$ 2,390,740 

3,665,402 
$ 6,056,142 

$3,498,577,267 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Balance Sheet—Continued 
LIABILITIES 


Capital Stock 
Common Stock—par value ($100 per share). 


Authorized , 25 , 000,000 shares; outstanding at December 31 , 
1944 , 19 , 389,432 shares (see note below). 

Premiums on Capital Stock_ 

Amount received in excess of par value. 

Total Capital Stock_ 

Funded Debt (see page 29)_ 


Current and Accrued Liabilities 


Dividend Payable 
Accounts Payable 
Interest Accrued .. 
Taxes Accrued_ 


Total Current and Accrued Liabilities^ 


Deferred Credits (see note (b) page 32). 


December 31 December 31 


1944 

1 943 

$1,938,943,200 

$1,879,720,200 

298,139,237 

274,401,428 

$2,237,082,437 

$2,154,121,628 

$ 728,321,100 

$ 787,544,100 

$ 43,578,907 

15,526,282 
4,432,165 
66,197,199 

$ 42,279,433 

8,680,320 
5,024,395 
57,464,296 

$ 129,734,553 

$ 113,448,444 

$ 7,560,391 

$ 3,533,587 


Depreciation and Amortization Reserves. 


Provision to meet loss 0 / investment in Telephone Plant upon 
its ultimate retirement from service. 


$ 205,063,533 $ 186,553,570 


Surplus 

Surplus Reserved- 

Includes $6o f 8iy f y^y reserved against general contingencies. 

Unappropriated Surplus- 

Total Surplus - 


Analysis of change during 1944: 
Net Income (see page 32) 
Miscellaneous additions - 


Total additions 

Dividends declared- 

Miscellaneous deductions 


Total deductions 
Net decrease 


Total Liabilities 


$163,165,614 

102,277 

$163,267,891 

$171,897,507 

258,324 

$172,155,831 
$ 8,8877940 


62,762,757 

181,725,241 


$ 62,762,757 

190,613,181 


$ 244,487,998 $ 253,375,938 


$3,552,250,012 $3,498,577,267 


Note: 1,633,211 authorized and unissued shares are reserved for conversion of the Company’s Fifteen Year 
3% Convertible Debenture Bonds. The present conversion price is $140 per share, subject to adjustment as 
provided in the Indenture. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Income Statement 

Operating Revenues 

Toll Service Revenues--------- 

License Contract Revenues- 


Received for services furnished telephone companies. 

Miscellaneous Revenues-:- 

Less: Uncollectible Operating Revenues... 

Total Operating Revenues_ 


Operating Expenses (a) 

Current Maintenance (b)_ 

Depreciation Expense- 

Traffic Expenses- 

Commercial Expenses- 

Operating Rents- 

General Administration — 


Accounting and Treasury Expenses- 
Development and Research (c)~ 


Provision for Employees- Service Pensions (d)- 

Employees* Sickness, Accident, Death and Other Benefits 

Other General Expenses- 

Less: Expenses Charged Construction- 


Total Operating Expenses. 

Net Operating Revenues_ 


Operating Taxes 

Federal Income Taxes.. 


Federal Excess Profits Taxes (e)- 

Other Taxes—principally State, local and Social Security.. 

Total Operating Taxes_ 


Net Operating Income 

Dividend Income (f)_ 

Interest Income_ 


Miscellaneous Income- 


Less: Miscellaneous Deductions from Income (d) (g)_ 

Total Income- 

Interest Deductions_ 

Amortization of Debt Discount and Expense—net_ 

Net Income_1_ 

Earnings per share- 


Year i 944 

Year 1943 

$198,610,965 

$180,882,402 

23,216,810 

21,494,234 

8,170,119 

8,091,625 

946,035 

892,500 

$229,051,859 

$209,575,761 

$ 34,300,381 

$ 28,506,486 

22,793,688 

21,649,923 

32,124,421 

27,213,262 

10,147,086 

8,191,496 

7,785,388 

10,991,275 

6,958,354 

6,651,390 

4,819,637 

4,482,362 

7,950,010 

5,249,679 

2,795,661 

2,061,111 

1,125,484 

1,233,272 

4,649,844 

4,465,492 

463,755 

403,884 

$134,986,199 

$120,291,864 

$ 94,065,660 

$ 89,283,897 

$ 18,079,000 

$ 18,585,000 

41,998,000 

33,195,000 

10,123,337 

9,905,178 

$ 70,200,337 

$ 61,685,178 

$ 23,865,323 

$ 27,598,719 

159,599,787 

160,390,342 

4,135,680 

5,166,469 

595,295 

677,955 

1,918,411 

1,055,829 

$186,277,674 

$192,777,656 

22,987,149 

24,126,101 

124,911 

120,791 

$163,165,614 

$168,530,764 

$8.54 

$9.00 

communication 

services and in the 


performance of License Contract services furnished telephone companies. 

(b) Current Maintenance includes $5,000,000 in 1944 and $1,500,000 in 1943 to provide for certain 
expected post-war expenditures which are being deferred because of lack of manpower and materials. The total 
accruals are included in Deferred Credits on the Balance Sheet and funds in equivalent amounts are being 
segregated and are included in Other Deferred Debits. 

(c) Cost of work carried on in behalf of the Company by Bell Telephone Laboratories. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Income Statement—Continued 

(d) The total provision for employees' service pensions amounted to $3,303,961 for 1944 and $2,640,640 
for 1943, of which amounts $508,300 for 1944 and $579,529 for 1943 were charged to Miscellaneous 
Deductions from Income in accordance with accounting requirements of the Federal Communications 
Commission. The Company considers that these latter amounts were, in fact, current operating expenses 
and should have been accounted for as such. 

(e) After deduction of Excess Profits Tax credits of $4,666,000 for 1944 and $3,688,000 for 1943. The 
Company used these credits through retirement of debt. 

(f) Includes dividends from subsidiaries in the amount of $156,758,255 for 1944 and $157,626,169 for 1943. 

(g) Certain items, such as loss on sale of property, etc., which are ordinarily charged against surplus reduced 
taxable income for 1944 with a resultant tax saving of $588,146. A portion of these items equivalent in 
amount to this saving was charged against income and the remaining portion was charged against surplus. 


Investments in Stocks and Advances—December 31, 1944 


Capital Stocks (a) 


Advances 


Par Value % of Total Book Value 

Subsidiaries of Holdings Outstanding (Cost) Face Value 

New England Tel. & Tel. Co_$107,214,200 68.92 $ 112,165,721 _ 

New York Tel. Co._ 421.300.000 100.00 444.280.335 


New Jersey Bell Tel. Co_ 

Bell Tel. Co. of Pennsylvania_ 

Diamond State Tel. Co,_._ 

Chesapeake & Potomac Tel. Co._ 

Chesapeake & Potomac Tel. Co. of Balt. City_ 

Chesapeake & Potomac Tel. Co. of Va._ 

Chesapeake & Potomac Tel. Co. of W. Va._ 

Southern Bell Tel. & Tel. Co._ 

Ohio Bell Tel. Co_ 

Michigan Bell Tel. Co_ 

Indiana Bell Tel. Co_ 

Wisconsin Tel. Co.- 

Illinois Bell Tel. Co- 

Northwestern Bell Tel. Co—.. 

Southwestern Bell Tel. Co... 

Mountain States Tel. & Tel. Co_ 

Pacific Tel. & Tel. Co.—.- - 

Pacific Tel. & Tel. Co.—Preferred--- 

Bell Telephone Laboratories, Inc._.. 

Western Electric Co., Inc._-_- 

195 Broadway Corporation_ 

Eastern Tel. & Tel. Co. (Canada)- 


140,000,000 

100.00 

153,667,184 


130,000,000 

100.00 

136,316,050 


7,000,000 

100.00 

7,700,000 


50,000,000 

100.00 

51,000,000 

$ 1,950,000 

50,000,000 

100.00 

51,467,862 

4,650,000 

45,000,000 

100.00 

45,000,000 

5,175,000 

19,000,000 

100.00 

19,000,000 

3,325,000 

175,000,000 

100.00 

176,817,298 


159,999,700 

99.99 

160,041,998 


159,988,000 

99.99 

160,400,232 


40,999,100 

99.99 

41,585,586 

614,987 

47,200,000 

100.00 

50,423,835 


161,372,900 

99-.31 

166,853,699 


125,000,000 

100.00 

126,039,490 


182,998,900 

99.99 

186,251,978 


35,187,500 

73.23 

36,592,463 

8,700,000 

219,894,500 

89.34 

215,552,684 

24,300,000 

64,095,700 

78.17 

55,999,180 


5,750,000 

(b) 50.00 

5,750,000 

___________ 

(c) 

99.46 

144,330,039 

(d) 

17,500,000 

100.00 

17,515,000 

1,300,000 

75,000 

100.00 

75,000 



Total _ 


$2,564,825,634 $50,014,987 


Other Companies 

Southern New England Tel. Co__$ 

Cincinnati & Suburban Bell Tel. Co- 

Bell Telephone Company of Canada..~. 

Cuban American Tel. & Tel. Co_ 

Cuban American Tel. & Tel. Co.—Preferred- 

Total _ 


13,337,400 

33.34 $ 

13,649,213 

$ 2,100,000 

8,986,100 

29.73 

9,549.540 


18,749,800 

21.84 

18,854,783 


432,500 

50.00 

162,500 


140,000 

50.00 

140,000 

_ 


$ 42,356,036 $ 2,100,000 


(a) Common stocks unless otherwise indicated, (b) Remaining shares owned by Western Electric Company. 

(c) 5,967,671 shares—no par value. 

(d) Excludes $20,000,000 demand notes carried as temporary cash investments. 











































































CERTIFICATE OF AUDIT 


New York, N. Y„ February 19, 1945. 


To the Stockholders of American Telephone 

and Telegraph Company: 

We have examined the balance sheet of American Telephone and Telegraph 
Company as at December 31, 1944, the consolidated balance sheet of the 
company and its principal telephone subsidiaries as at December 31, 1944, 
and the related income statements for the year then ended, have reviewed the 
systems of internal control and the accounting procedures of the company and 
its subsidiaries consolidated and, without making a detailed audit of the trans¬ 
actions, have examined or tested accounting records of the companies and other 
supporting evidence, by methods and to the extent we deemed appropriate. 
Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all procedures which we 
considered necessary. 

Examinations of similar scope have been made by us of the balance sheets as 
at December 31, 1944 and of the statements of income and surplus for the year 
1944 of the principal nonconsolidated subsidiaries of American Telephone and 
Telegraph Company, except Western Electric Company, Incorporated, and its 
subsidiaries, and we have reviewed accounting reports for the year 1944 rendered 
to American Telephone and Telegraph Company by all other nonconsolidated 
subsidiaries. The consolidated balance sheet of Western Electric Company, 
Incorporated, and its 100% directly-owned subsidiaries as at December 31, 1944 
and the consolidated statements of income and surplus of these companies for 
the year 1944, with certificate of examination thereof by other inclcpendent 
accountants, have been furnished to us. 

Reference is made to Note (d) to the accompanying income statement of 
American Telephone and Telegraph Company and to Note (f) to the accom¬ 
panying consolidated income statement regarding the inclusion as a miscellane¬ 
ous deduction from income of a portion of the provision made during the year 
for employees’ service pensions. We concur in the opinion of the companies, 
expressed in such notes, that properly such items constitute operating expense. 

With the explanation appearing in the immediately preceding paragraph, in 
our opinion, the financial statements (pages 30 to 33) and the consolidated 
financial statements (pages 22 to 28) present fairly the position at December 
31, 1944 and the results of operations for the year 1944 of American Telephone 
and Telegraph Company and the consolidated position at December 31, 1'944 
and the consolidated results of operations for the year 1944 of the company and 
its principal telephone subsidiaries, in conformity with generally accepted ac¬ 
counting principles applied on a basis consistent with that of the preceding year. 


Lybrand, Ross Bros. & Montgomery 
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TRUSTEE’S REPORT OF PENSION TRUST FUND ESTABLISHED 
BY AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


Balance in Fund—December 31, 1943 _ 

Additions to Fund During 1944— 

Payments into Fund by Company_ $ 3,303,961.00 

Interest Revenue, including gain or loss on investments dis¬ 
posed of- 864,362.69 

Total Additions - $ 4,168,323.69 

Disbursements for Pensions During 1944_ 781,111.32 


Net Increase in Fund_ 

Balance in Fund—December 31, 1944 — 


$ 31,098,410.67 


3,387,212.37 
$ 34,485,623.04 


Comprised of— 

Bonds of Bell Telephone Companies_ 

U. S. Government Obligations_ 

Public Utility, Railroad and Industrial Bonds 
Cash and accrued interest not due_ 

Total_ 

Note: Securities are shown on amortized basis. 


New York, N. Y.—January 31, 1945. 


$ 8,839,317.70 
18,190,953.90 
7,083,889.00 
371,462.44 

$ 34,485,623.04 


Bankers Trust Company, Trustee 

By W. B. Dunckel 
Vice President. 


CONSOLIDATED STATEMENT OF PENSION TRUST FUNDS 
ESTABLISHED BY AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY AND ITS PRINCIPAL TELEPHONE SUBSIDIARIES 


Balance in Funds—December 31, 1943 _ 

Additions to Funds During 1944— 

Payments into Funds by Companies_ $47,459,534.00 

Interest Revenue, including gain or loss on investments dis¬ 
posed of- 10,138,234.48 

Total Additions -$57,597,768.48 

Disbursements for Pensions During 1944_ 10,069,373.99 


Net Increase in Funds_ 


$327,886,401.39 


47,528,394.49 


Balance in Funds—December 31, 1944 


$375,414,795.88 


Comprised of— 

4% Demand Notes of Bell Telephone Companies. 

Bonds of Bell Telephone Companies_ 

U. S. Government Obligations_ 

Public Utility, Railroad and Industrial Bonds_ 

Cash and accrued interest not due_ 

Total_ 


Note: Securities are shown on amortized basis. 

\\ e certify that the above consolidated statement of the Pension Trust Funds established by the American 
eephone and Telegraph Company and its Principal Telephone Subsidiaries, for which Funds this company 
is Trustee, is correct. 

• Bankers Trust Company, Trustee 

By W. B. Dunckel 
Vice President. 


$ 26,462,271.93 
50,825,053.19 
219,718,567.90 
72,599,130.90 
5,809,771.96 

$375,414,795.88 


New York. N. Y.—January' 31, 1945. 
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END OF YEAR 


LONG-DISTANCE 
TELEPHONE CONVERSATIONS 

IN MILLIONS 

AMERICAN TEL. AND TEL. CO. 
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NUMBER OF STOCKHOLDERS 

IN THOUSANDS 
AMERICAN TEL AND TEL CO. 


DISTRIBUTION OF STOCKHOLDERS 
BY AMOUNT OF HOLDING - 1944 
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The number of stockholders of record of the Company on December 31, 1944 was 668,013 as 
compared with 651,711 at the end of 1943. The average number of shares held per stockholder at 
the end of the year was 29. Of the total shares 43.1 per cent were held by women; 26.7 per cent 
by men; 7.7 per cent in joint accounts; 21.1 per cent by trustees, insurance companies, corporations, 
private firms, etc.; and 1.4 per cent were in the names of brokers. No stockholder of record held as 
much as one half of one per cent of the total stock outstanding. 

There were also at the end of 1944 about 26,200 holders of common stock and 2,700 holders of 
preferred stock of the Company’s principal telephone subsidiaries. Allowing for duplications in these 
totals, there were about 681,000 owners of stock of the Company and its principal telephone 
subsidiaries. 
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TOTAL PLANT INVESTMENT 

IN MILLIONS OF DOLLARS 
BELL SYSTEM 
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BELL SYSTEM STATISTICS 
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Printed in U.S.A. 




































